
MEMORANDUM

TO: Dennis Johnson, Mayor
City Council Members

FROM: Allison Williams, Executive Services Director
Dan Frazier, Public Works Director (Operations)
Mark Calhoun, Finance Director

SUBJECT: Hotel-Motel Tax Discussion

DATE: May 3, 2010

As background, in November 2009, the City issued a RFP to have a firm provide an analysis of
the city’s hotel-motel tax supported functions and provide recommendations for the future
operations of the convention center. At the March 18th work session, Eric Hovee provided his
recommendation and his final study is now complete.  His suggestion to us, after the work
session, was to meet with stakeholders in this issue and refine a proposal for City Council
consideration.  As background:

Hotel-Motel Funding Overview.

Total hotel-motel fund revenues available to the City of Wenatchee are estimated at $1.15 million
for 2010.  This represents a 17% increase in revenues since 2002, equating to an average revenue
gain of 2.0% when calculated on an annualized basis:

Just over three-quarters (76%) of consolidated revenues represent hotel-motel receipts
that accrue to the City of Wenatchee – at the combined rate of 6.0%.  Another 15%
comes from Coast Hotels commissions as operator of the Convention Center, followed
by contributions of hotel-motel tax from Chelan County (6%) and East Wenatchee (2%).

As of 2010, combined hotel-motel fund expenditures are budgeted at approximately
$1.43 million (or $1.08 million for routine expense).  The convention center receives the
largest allocation for operating expense support (at 37% of total revenues), followed by
the Convention & Visitors (C&V) Bureau (31%), financial support for PFD Town
Toyota Center debt service (30%), and debt service on convention center related bonding
(26%).

In effect, total expenditures are currently budgeted at 24% more than revenues, due to a
one-time budget transfer of $350,000 to support funding for the Town Toyota Center,
managed and owned by the Greater Wenatchee Public Facilities District (PFD).

In his report, Eric Hovee recommended the following options for future operation:

Organization & Management Options.
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Six overall options have been identified for consideration.  These options can be evaluated
against principles for action as identified by the “Principles for Action” chart to the right below.

(A) Status Quo –  assuming  no  change  from  current  facility
and organization responsibilities for the Wenatchee
Center (WC), Town Toyota Center (TTC) or Wenatchee
Valley Visitors Bureau or Convention & Visitors Bureau
(WVVB).

(B) Common Facility Management – involving any of several
more detailed sub-options for overall combined
WC/TTC management (potentially involving Coast
Hotels, Town Toyota Center/PFD, a possible 3rd party
private contractor, and/or City).

(C) Common Facility Contract Services Providers – involving lesser
change to existing overall facility management but with
key services (as for food and beverage concessions)
contracted to a single firm for both facilities, either to:
Coast Hotels and/or a new third party private contractor
– as vendor to both the Wenatchee and Town Toyota
Centers.

(D) Revamped Visitor, Convention & Booking Functions -  possibly
involving options of reorganizing WVVB and/or
management by a 3rd party entity, such as WVVB merger
with the marketing functions of the two event venues or
back with the Chamber of Commerce and/or another
local/regional visitor promotion group.

(E) City  Purchase  of  the  Existing  Coast  Hotel  - for City
management of the Convention Center and headquarters
hotel as an integrated, publicly owned but privately
operated facility. Note: this is not viewed as a near-term
option but may emerge longer term.

(F) Hybrid Option – involving possible combination(s) of the
above listed options such as a combination of Options B
or C plus D.

Recommended is a combination of Option C (for common facility contract services) plus Option
D (revamped C&V marketing) as a minimum baseline approach.  It is possible that features of Option
B (for common venue management) might also be considered, albeit this may be more likely over
a longer term pending results of initial Option C and D implementation.

Principles for Action

Overriding Goal:

Minimize Net General Fund Outlays to
Support Event Facilities & Visitor Marketing
by the City of Wenatchee

Specific Objectives:

Increase events utilization &
revenue from Town Toyota Center
attracting both local resident & non-
local patrons
Transition Wenatchee Center to
more events that put heads in beds
Target C&V marketing for
improved event facility utilization to
meet & beat industry standards
Provide clear minimum standards
for facility & marketing functions
Assure competitively priced
operations while honoring
contributions of past & current local
partnerships
Leverage hotel-motel (HM) funds to
meet current needs & support
future opportunities
Achieve successful bond refinance
by year end 2011 without default
Providing funding for
improvements to remain
competitive plus adequate reserves
for replacement
Assure regular monitoring & mid-
course corrections for continued
progress toward these hotel-motel
funded facility & marketing
objectives
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While  it  is  difficult  to  precisely  estimate  cost  savings  as  a  result  of  these  actions,  a  review  of
comparables conducted for this analysis indicates that a 10-15% cost savings on the combined
operations of the WVVB, Wenatchee Convention Center and Town Toyota Center represents a
potentially achievable target outcome.  If realized, this could equate to combined cost savings in
the range of $450,000 - $675,000 per year across all three hotel-motel supported functions.

Since the March 18, 2010 work session, interviews were held with:

- Steve Lacy, Mayor of East Wenatchee
- Hoteliers
- Craig Larsen, Chamber of Commerce
- Joint Council Committee / PFD Committee Meeting – Evaluation of current model

based on presentations by the Town Toyota Center staff, Coast staff and Wenatchee
Visitor and Convention Bureau staff

- Performing Arts Center

The following themes arose during the interviews since March 18:

- There is worry that it is too soon to turn over everything to PFD;

- There is comfort in the current operation - “Don’t upset the apple cart”.  A new third
party is off the table for management but not for food service;

- There is concern about operation of convention center as an open public facility;

- There is concern about packaging City/region as a whole;

- Cost savings should not be the only concern – also maximizing the economic impact of
the hotel-motel tax for the business community.

Following are potential recommendations by the City Council:

Wenatchee Center and Town Toyota Center Facilities:

Authorization to negotiate with Coast Hotels for expanded management and/or
concessions at both Wenatchee Center and Town Toyota Center, or

Authorization to negotiate with the Greater Wenatchee Regional Event Center PFD to
manage and/or operate food and beverage service at the Wenatchee Center, or

Authorization to issue a competitive Request for Proposal (RFP) for joint management
and/or food and beverage operations of Wenatchee Center and Town Toyota Center –
for consideration by parties potentially including Coast Hotels, the PFD and qualified
third party private firms.

Wenatchee Area Convention and Visitor Promotion:
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Authorization to negotiate with the Wenatchee Valley Visitors Bureau or another existing
local visitors promotion organization for streamlined regional convention and/or visitors
promotion and event bookings function, and/or
Authorization to issue a competitive Request for Proposal (RFP) to existing local
organizations including Coast Hotels and the PFD for streamlined regional convention
and/or visitor promotion and event bookings functions.

Recommendation.

Formalize with a Motion at next week’s Council meeting:

Authorize staff to initiate dialogue with the Wenatchee Valley Convention Bureau to provide
sales, marketing, convention center bookings and develop a plan to bring back to City Council
for approval.

Benefits:
Seamless booking from  meeting planner contact to convention event taking place
Open calendar so business could be spread out (sports, conventions, trade shows)
Consistency in presentation of all facilities
Established relationships

Authorize staff, based also on direction from and in partnership with the Public Facilities District
Board, to initiate a Request for Proposal for joint food/catering service for Convention Center
and Town Toyota Center and develop a plan for joint food/catering service for Council
approval.

Benefits:
Attractive  package  that  may  result  in  a  more  favorable  bid  for  the  service  for  both  the
Town Toyota Center and Convention Center
Ability to share staff and create an overall cost savings

Goal.

Increase revenues, reduce expenses by restructuring contracts

1. Achieve greater percentage of food and beverage sales;

2. Create efficiencies by combining marketing/management and eliminate overlaps.

* Note:  Coast has a union contract.  This does bring the area convention business and will be a
consideration for a future contractor.




















